Lobbyists Plug In to Debate
Over Electric Competition

By Martha M. Hamiiton
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A massive hattie is shaping up in
the new Congress to write the rules
that will allow coosumers to shop for
elactricivy the same way they chooss
kng-dm:ehphnccq

air travel and telecommunications
industries, “this is the biggest one,”
said Jobn A. Andeyscm, director of a
of chemical companies, auto-
and othes large industrial us-
ey of electricity. At staike # a mar-
ket worth mare thaa $200 billion.
"An army of lobbyists, inciuding
former Capiogh Hill lawmakers and

. staffers, hawe been hired by the

campenies agd interest groups that

. wmmt to shage the outcome. “Every

ickbying i tewn iy trying o get 2

e
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piece of electricity,” a House Com-
merce Committee staffer said.

The issue is whether and how to
expand competition into the retail
markets—potentially crapting a

predicted that doing so could reduce
the nation's electricity costs by 20
percent to 40 percent.

Supporters point to the success
over time of similar efforts, includ-
ing lower air fares and cheaper long-
distance phone service because of
deregulation in transportation awl
commumnications. But skeptics said
the chief beneficiaries d electric
utility deregulation may be large-
scale customers. such as energy-
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;& Current Priority on the Hill: Plugging Competition Into the Electricity Business
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yitpnsive industries, which will be
¢ aurird with low prices.

, Limsumers who use less power,
uheding residential users, may see
lillle if any benefit, according to
thene c1ilus

Inveetor-owned utilities, compa-
njes thal market natural gas and
mie iricity, independent power pro-
dicers, and electricity-consuming
1 drporations all have deeply held be-
iele. aligned with their own self-
Mjerest. about how and when that
skl come to pass,

I$ouse Commerce Committee

irman Thomas ]. Bliley Jr. {R-
2.} and Rep. Dan Schaefer (R-
.1, who chairs the subcommittee
x:nrtgy and pawer, have made it
r that electric utdity restructur-
o will be one of the Commerce
Commitiee's top priorities during
thee Congress.

Urginally | envisioned 1997 as
heing the year 1o educate the public
a¥) 1998 a8 the year to pass legisla-
nh.” Bliley sait. But, hecause of de-
wegrilation bills introduced in the last
Congress and action by several
sintes to open markets, that sched-
wle has been shoriened, he said.

Rliley axid he eapects bipartisan
syt for opening up the industry,

The electen utility industry since
the 19Uk has heen a system of mo-
wopalies segulaled by the siates they
-,rve

létilines have been protected from
demprtiton and guaranteed a rate of
return hevond their costs, a rate de-
Pominedd by the regulators. As a re-
ol ehactiic ity prices vary by state.

Reswdential customers in the state

Washinglot, where rates are the

rat, padd an average cost of 5.1
aents per kilowatll hour in the first
mme nuathe of 1996, {for example,
tompared with customers in New

+Yok. where electricily 15 the most

expensive, who paid an average of
14.2 cents per kilowatt hour.

The system began to change in
the 1970s when Congress passed
legislation that allowed non-utility
compenies to produce electricity,
which they could use or sell 10 their
local wtility. In 1992 Congress weat
a step further, deregulating the
wholesale market for electricity,
which sllowed utilities and some mu-
nicipalities to shop for the lowest-
cost provider of power,

That wholesale competition got
uanderway last year when the Feder-
al Energy Regulatory Commission
issued rules requising companies
that own transmission facilities to
deliver power {rom other genersiors
st reasonable, nondiscriminatory
rates. That allows 2 utility company
to buy power through a national
market and transport it using snoth-
er company's {ranemission lines.

Six states have gone further to-
ward opening up retail markets.
These changes, and the antiopation
of move, alresdy have begun reshap-
ing the industry. Since 1995 18 pro-
posed mergers of utility companies,
including some between gas and
electric utilities, have been an-
nounced. Amonp them is the pro-
posed merger of Potomac Electric
Power Co. and Baltimore Gas &
Electric Co., which still is awaiting
reguiatory approval.

The consobidation in the industry
in designed to position companies to
survive the coming shakeout by giv-
ing the combined companies 3 big-
Rer customer hase snd an sdvantage
when the starting pistol goes of(.

The United Staten has more gen-
erating capacity than it needs—
sbout $150 billion worth, by some
sccounts, Companies with expensive
or wefficent capacity, inchiding nu-
clear power planix, mmy be at a dis-
advantage with competilion, al-
though these companies will iry to

convince Congress and stste reguis-
tora they shouldn't be stuch !'ﬂh the
lonses from expensive capacity built
in good faith and with regulistory ap-
proval. In the Jexicon of the coining
contest, this is known as the debate
over "stranded coma.”

Electric utilities sre divilled on re-
structuring of their industry. The
Edison Electric Institute (EEI),
which represents Investor-owned
ulilities, has alresdy lost one mem-

by others. "R’y a get-it-right ap-
proach, and it e an approach that
says, ‘'Let’s deliberate on the right

the transmission grids owned by
public power : wuch as the
Tennessee Valley Authority, and
whether legislation: that restricts the
ability of utility holding companies o
nperate outside state borders will be
repealed.

Joining many investor-owned utfi-
ties i cautioning against a rush to
competition is the Internationsl
Brotherhood of Electricsl Warkers,
which fears that jobs will be tost in
the shakeout and thet cost competi-
tion will hurt wages and benefita.
Deregulation may thresten reliabili-
ty, universal service snd environ-
mental improvements, the union
said. .

James L. Dushaw, director of the
union's Utility Depattrent, said the
union doesn’t oppose restructuring

and has a guod rapport with Schaee-
fer, one of #s principal proponeats.
But he questions whether introduc-
ing competition will result in fower
prices in the long run. “What we're
really Lalking sbout is sitracting cap-
ital 10 build generation, whereas in
the past generbling capacity has
beew created by demand,” he said.

That means, in Dushew's view,
ple are willing to pey higher prices
for electricity. Power failures could
be one way 1o increase this willing-
neas, he sxid.

“If you have brownouts, can you

push price with that?” he said. “Abso-
lutety.”

“The people who want delay are
mainly thase who don’t want it at all”
said Kemneth L. Lay, chanvnan and
chiel executivi: of Enron Corp. Enron,
8 huge integrated natural g#s company
that has quickly become the nation’s
brgest marketer of electric power, s
one of the strongest proponents of re-
structuring. This month & unveiled 2
wew aivertising campaign, estimated
to coet about $25 million, to position
itsel in the anticipsted competition for
markets.

“We bebieve the deregulation of the

retail electric markets should proceed
ahead as soon as possible.” said Lay,
who said savings could mount up to 30
percent to 40 percent of the current
market

“You're talking sbout potential sav-
ings of $80 billion to $80 billion for the
U.S. economy and consumers.”
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For a summary and full text of the
whilily deveglation bills considered
by Congress, click on the above
symbol on the frem! page of The
Post’s site on the World Wide Web at
hetp:/f waow. mashinglonpost com




